How the Electronic Datais

Used? For Morelnformation Contact:
During the audit process: Scott Elliott
Thedectronicinformationisusedinthesame .

method asin astandard paper audit. Thediffer- CompUter Audit M ar.
enceisthat therecordsor summary reportsare _

reviewed electronically rather thanin hard copy (509) 482-3838

forme. Fax: (509) 482-3854
What happens to the data when the E-mal: scotte@dor.wagov

audit is complete:

Theorigina dataisreturned to thetaxpayer or
destroyed at the taxpayer’ srequest. Necessary
dataismaintainedintheauditor’sfile.

Security of the Data.

How secure is the data:

Theinformation provided duringtheauditis
protected by law. The secrecy clausethat each
Department of Revenue employeehassigned
appliesto both electronic and hard copy data.
Thedatais maintained on asecureworkstation For moreinformation on

whiletheaudit isperformed. state excisetaxes,
pleasevisit our Internet site at:
http://dor.wa.gov
or call Department of Revenue
Telephone Center at:

1-800-647-7706

To inquire about the availability of this document in an
alternate format for the visually impaired, please call

Computer

(360)486-2342. Teletype (TTY) usersplease call 1-800-
451-7985.

Washington State
Department of Revenue

Prepared by the Taxpayer Services Division BR0024
Printed on recycled paper 10/01




What is the Computer

Assisted Audit Program?

The Computer Assisted Audit Program (CAAP)
providesameansto gather and review taxpayer
datain an electronicformat rather thanin hard
copy format. Thetaxpayer providestheinforma-
tion and records necessary for the audit tothe
Department of Revenuein an éectronicformat.

A computer assisted audit often reducesthe
taxpayer’stime, effort, and resources necessary to
conduct an audit of numeroustransactions. Rel-
evant accounts (accountsof interest) areidentified
and electronically segregated by dollar amount. A
random sampleof transactionsisselected. Only
invoicesfor that samplearerequired to be pro-
vided for review. Any tax or credit amountsdue
fromthereview areextrapol ated over the account
total sto determinetheaudit results.

CAAPasoprovidesmany other servicesfor
taxpayersand auditors. Examplesinclude summa-
rizing electronic data, and dataconversions.

Who can use a Computer

Assisted Audit?

Many taxpayershave madeasignificant investment
incomputerized accounting recordswhereas
othershave not. Not al records need to be elec-
tronic to benefit from computer assisted audit
techniques.

Capital assetsmay bereviewed manudly while
salesand payablesare summarized or sampled
eectronicaly.

A questionnaireand initial conference aretwo of
thewaysused to determinewhether or not the
taxpayer isagood candidatefor CAAP.
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What are the Benefits of a

CAAP Audit?

With information ondisk, tape, or cartridge,
auditorsspend lesstime at thetaxpayer’splace
of business. Thismakesthe audit processless
disruptiveto busnessactivities.

Lesschancefor input errorsby the auditor,
transactionsarereviewed asthey were entered
into thetaxpayer’ssystem.

Lessprinting of records dueto el ectronic data-
savestrees!

M aximizes cond stency and fairnessobtained
fromtheefficienciesrelated to Stratified sam-

pling.
Minimizesthereview of support documentation
while maintaining sound auditing procedures.

Computerized statistical sampling provesto be
more accuratein obtaining adependable,
representativesample.

Allows continual accessand review of data
throughout the audit process.

Providesafoundationfor auditingin an Elec-
tronic Datal nterchange (EDI) environment.

The Computer Assisted Audit

Process.

Step One: Opening Conference

A conferencemay be scheduled toincludethe
auditor, computer audit specidist (CAS), and the
taxpayer’ stax department and information services
staff. The objective of thisconferenceisto deter-
mineif CAAPisaviableoption andto select the
most appropriate audit techniquesto beusedin
each areaof theaudit. Thefollowingtopicsare
discussed:

» Generd audit procedures
» Computer assisted audit procedures
 Recordstransfer process
» Samplingissuesif rlevant

Step Two: Data Retrieval and Integrity
The Department hasthe ability to accept datain
many different formatsand processthedataintoa
useable PC format.

Thedectronicinformation receivedisverified for
accuracy and compl eteness. For example, monthly
totalsfrom the electronic records may betraced
back to thegeneral ledger.

Step Three: The Statistical Sample
The CASwill develop adtatistical random sample
using Department approved software packages.

Stratification of the samplewill bedonein most
casesbased on adollar range. Theauditor will
then review the sampleand detail any adjustments
found. The CASwill evaluate the samplebased on
datisticd criteria



